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The agriculture industry is in a crisis situation. Animal agriculture is even more serious. If there was ever a
time to get your risk management plan in order it is now! If this crisis continues, even for a short time,
there will be producers who will be forced out of business. I lived through the ag crisis of the 1980’s and
honestly believe that this has the possibility of being worse.

The Cattle Industry and the Coronavirus
In recent weeks there have been a lot of changes
in the cattle industry. Some of these changes have
been good and others very negative. The first
change in the cattle industry has been how the
American consumer makes their purchasing decisions. In a report given a few weeks before the
coronavirus outbreak it stated 52% of all food
consumed in the US was eaten away from home.
For beef, this number rises to 54%. Now that restaurants across the United States are being forced
to close their dining rooms, some even shutting
down, and people fearful of eating out; there is a
major change in our supply chain. News reports
show grocery stores with empty meat cases from
people “stockpiling” food. Over the next several
weeks our supply chain must adjust to delivering
the food where people are going to be purchasing
it—grocery stores.
The disruption in the supply chain has been very
evident in recent cattle market prices. Both fats
and feeders have come down greatly, but packer
margins have increased substantially. While some
margins have increased well over per $500 head it
is important to note this is most likely a shortterm reaction. As more people become accustomed to eating and
cooking at home
you will see the size
of meat counters at
grocery stores increase. A certain
percentage of our
population will be
apprehensive to buy
certain products
due to their lack of
knowledge of how
to properly prepare
products. You will

see ground beef and roasts being purchased in high
quantities because of familiarity, price, and ease of
preparation. Better cuts from the loin will likely not
be purchased as a first choice. The positive side of
this from a consumer viewpoint will be the savings
in food expenditures.
As consumers shift their purchases from the restaurant industry to supermarkets the competition
between beef, poultry, and pork will become fiercer. The prediction is the pork industry will be the
big winner. At a restaurant you view a menu that is
mainly dominated by beef and chicken, seldom do
you see an overwhelming amount of pork. When
your average consumer now visits the meat counter, they will be faced with more pork options.
They will then price compare and see a major difference between a T-bone and a pork chop. In the
poultry sector we might expect to see a slight increase due to the price of chicken and people feeling the need to buy large quantities at a time. Of
course, this is all just speculation. Regardless of
what consumer preferences turn out to be the
agriculture producers will be there to meet those
demands.
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The Cattle Industry and the Coronavirus (cont.)
How will the coronavirus affect you as a beef producer?
On February 22nd the August feeder cattle futures market was
trading at $152 per cwt. In less than a month this market had
fallen to a low of $116. In March we stared a slow rally back to
$136, but it now appears that we are in for another leg down.
Some analysts say that we’ve hit the bottom of the cattle market
for the time being because of the frontloaded demand. Yet others
fear, as the world shrinks into an economic recession, the money
to purchase beef and other agriculture products will be reduced.
Only time will tell how long this virus will last and what the true
economic impact will be on markets worldwide.
For the short-term, things will probably get worse before they
get better. I do not intend to be an alarmist, but the possibility of
having meat shortages in this country is becoming very real. The
news has already reported plant closures for deep cleaning or due
to employees having the virus. With many plants announcing closures for several days the issues will arise. To date these are the
closures that come to mind:
-JBS Beef Plant in Souderton, Pennsylvania and Greeley, Colorado
-National Beef Packing in Tama, Iowa
-Harmony Beef, Alberta, Canada
-Aurora Packing Company, Aurora Illinois
-Olymel pork in Yamachiche, Quebec
-Maple Leaf Foods, Brampton, Ontario Poultry Plant
-Sanderson Farms in Moultrie, Georgia to reduce production
-Smithfield Foods in Sioux Falls, South Dakota Pork Plant
These plant closures will likely cause additional volatility to the
market, just as the fire at a Tyson plant did last August. Supply
chain interruptions and plant closures will cause very negative
prices for the short term.
Livestock producers are at the mercy of the current market
when it comes to selling a finished product. Unlike the grain producer who can store a crop 6 months or longer, the livestock
producer must move the animals when they are properly finished.
With disruptions in the slaughtering facilities, producers will have
to scramble to find other plants to harvest the livestock. This will
include additional costs of transportation, shrinkage and lower
prices. It remains very possible that there will not be enough
capacity to harvest animals to meet our domestic needs if the
closures continue or become long term.
These disruptions will affect every part of cattle feeding operations from the cow/calf to the backgrounders and feds alike.

USDA has announced an aid package called Coronavirus Food
Assistance Program (CFAP) to distribute 19 billion dollars into the
agriculture industry to help them stay afloat in this crisis. While
few details have been released, we do know how the money will
be allocated. According to Iowa Cattlemen’s E-Newsletter based
on statements from Senator John Hoeven, chairmen of the Senate
Ag Appropriations Committee, the money has been divided into
two parts.
1. $3 billion in purchases of agriculture products (produce,
meat, and dairy), which will be donated to food banks
2. $16 billion in direct payments for producers:
- $5.1 billion for cattle
- $2.9 billion for dairy
- $1.6 billion for hogs
- $3.9 billion for row crop producers
- $2.1 billion for specialty crops producers
- $500 million for other crops
Producers will receive a single payment determined using two
calculations:
- Price losses that occurred January 1– April 15, 2020. Producers will be compensated for 85% of price loss during that period.
-Second part of the payment will be expected losses from April
15 through the next two quarters, and will cover 30% expected
losses.
The payment limit is $125,000 per commodity with an overall
limit of $250,000 per individual or entity. Qualified commodities
must have experienced a 5% price decrease between January and
April. Sign-ups to receive this money are expected to start in early
May, but no definite date has been set.
This money will never replace the damage that has been done
to our operations, but it will be a bit of relief in the short term.
The question will become how the consumer will view this economic hardship. There is little doubt that the last few weeks has
weakened demand, but for how long?
All of us in agriculture have tightened our purse strings and I
believe that most consumers have done the same. This action will
be apparent in the meat prices, as well as the general economy for
some time. How low will meat prices go before we see a turnaround? We have no way to answer since we have never faced
this kind of pandemic before.
Agriculture policy is changing daily due to the coronavirus. This information was current as of April 17th.

Grass Tetany
With heavy snowfall this winter and a combination of a wet spring, grass tetany could become a real issue for cattlemen across the
state. Grass tetany is caused by the lush growth
of new grass in the spring which is typically very
low in magnesium. Each year many producers
fight this nutritional deficiency using preventative measures to protect their herd.
Grass tetany becomes a major issue when we
look at fall calving cows that have older calves

at their side. Since these cows are at peak lactation,
providing the nutrients and energy to maintain
themselves as well as a calf becomes difficult. This
sometimes causes so much of a mineral deficiency
that the cow’s muscles can’t function properly.
These symptoms usually show up quickly and are
presented as breathing problems. If not caught
early and assisted quickly the cow could die.
These problems can be multiplied by several
factors, such as wind, rain, and sudden low temper-
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Grass Tetany (cont.)
atures. These environmental factors can put stress on the animals
and when combined with the lush young growth of grass is the
perfect storm.
As producers, there are precautions you can take to protect
your cattle. Feeding mineral blocks or feed that has been supplemented with magnesium oxide can be introduced to the cattle
three to four weeks prior to moving them to new pastures.

Once they are on the new pasture, continuing to feed a “highmag” mineral for a minimum of 60 days can help reduce the
likelihood of grass tetany.
Often, grass tetany symptoms progress so rapidly it is too
late to save the cow. Taking precautionary steps and continuing to monitor your cattle for symptoms is the best strategy
of prevention for your herd.

Purchasing Your Next Herd Bull
When selecting a bull to add to your herd there are many things
to consider. Bulls are not made to be a “one size fits all”. Different
breeds have different attributes and knowing how those attributes
can benefit your operation is key. In the end, if you select the best
bull for your herd, you can in turn see a boost in your profits.
The first thing that comes to anyone’s mind when you talk about
making a purchase is price. Setting a price is important for any operation because we are all operating with a bottom dollar in mind.
While buying a bull can be essential, there is no need for it to break
your budget. Once you have an ideal price you are comfortable with
there things to consider when looking at a bull. Proven productivity,
health, and genetics all play a role in how a seedstock producer prices a bull or how it sells in an auction. It should also play a role in
your decision making.
When looking at a bull’s proven productivity you are looking at
mainly 2 things- semen testing and calves on the ground. Semen
testing is essential when buying a bull, but sometimes something we
tend to overlook asking about. If you are buying from a bull sale,
chances are those bulls have been tested and met status quo. If you
are buying from an individual this is an important question to ask to
make sure you have some proof this bull is viable. Semen testing is
even more important when looking at young bulls, especially if you
plan to use them right away. Records of this bull having already given
off progeny can be to your benefit as well. While many other factors
play into raising a calf, seeing these bull’s offspring can give you a
little more insight. It almost like you get a sample of the product
before you buy it.
When looking at bulls before purchasing, there’s a little more to
look at than its overall health, such as their structural soundness.
Does the bull move well and stand solid on its feet? Has the bull
been tested for trichomoniasis? Not only is this required by law of
virgin bulls under 2 years, it is important to keep the disease out of
your herd. How is the bull’s disposition? These are important things
to consider when you look at the longevity of using a productive
bull. Taking a look at the bull in person and observing it can answer
a few of these questions to know if they are right for you. Ensuring
strong overall health of your bulls is critical to keep them in the
pasture reproducing.
The last thing, but probably one of the most important things to
consider when buying your next bull is their genetics. In my opinion,
genetics are the key factor in helping increase your farm’s profitability. Genetic differences among different breeds can be utilized to
help you select a breed that might best compliment your current
herd. Using crossbreeding to your benefit can help bring out some
of the best genetic attributes each has to offer. One of the easiest
ways to get a snapshot of one’s genetics is to look at their EPDs.

EPDs are basically the combination of the parents’ genetic
values used to help evaluate their future performance. They
can help you evaluate traits of birth, maternal, growth, and
carcass. Knowing how to read an EPD chart and applying
these numbers can help you evaluate a bull’s genetics when
making your buying decisions.
Having the perfect EPD chart is impossible, so you can’t
“score” in every category how you’d like. First you must establish which key attributes you are looking to enhance in
your herd and what your operation’s end goal is. This will help
you narrow which category will be the most important for
you to look at. If your end goal is to produce replacement
heifers, you need to be more focused on the maternal traits of
maternal milking and maternal weaning weight. If you are looking to sell your calves as feeders, look at the growth traits of
weaning weight and yearling weight. If you are looking to produce cattle that grade well, look at the carcass traits. If you
know you will be using this bull on heifers, you want to be
focused birth weight and calving ease. Among all these traits
there has to be give and take to each category. When looking
at each category you must ask how important is it to strengthen that trait in my herd. In my opinion, the number one overall thing you should take into consideration the most is calving
ease. We all want a good calving ease bull, so we have less
assisted births with little stress on the moms. If EPDs are unavailable for the bull you are looking to purchase, there are still
ways to evaluate their genetic value. Asking questions about
his birth weight, weaning weight, and his parents’ history can
help give an idea of his possible EPD numbers. If this particular
bull has progeny, ask to see their records and compare how
they could fit your needs. Evaluating a bull’s genetic value is
essential to helping the genetic traits of profitability to your
operation.
Typically, purchasing a new herd bull is not a yearly occurrence, so ensuring you are making a sound investment is key.
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The economic costs of pinkeye are staggering nationwide. It is estimated that the cost in
lack of production in the US is around 200
million dollars. In Missouri, this figure has been
estimated at 18 million dollars. Tests have
shown that animals with pinkeye tend to have
25-40 pound less weaning weight than
non-affected animals. These figures alone are
significant.
This year I have nearly 100 heifers in a background program that I am developing into
cows. Keeping good eye health in a breeding
herd is of upmost importance. I
vaccinated these calves with the
pinkeye vaccine when they first
entered the lot and gave a booster
to them again several weeks later.
Even after the second round of vaccinations I still found an unacceptable number of breaks with pinkeye.
Because this disease is so highly
contagious, I gave the entire group a
round of LA300. This antibiotic did
only a marginal job of clearing up
the problem. After a week, I had to
pull several calves that showed no
improvement and administered
Zeprevo to clean up the remaining
problems.

This prompted me to research about what is
happening and how this problem can be handled
differently. I have found that pinkeye can be
caused by two different types of organisms.
The first and most common organism, Moraxella Bovis, is treated easily with long lasting tetracyclines. Prevention is done with the vaccines that
we have used for several years with good results.
The new bug on the block is what I believe is
causing our problems. This causative agent is
Moraxella Bovoculi. This organism is resistant to
the antibiotic treatments that most of us have
used in the past. It also seems that the M. Bovis
vaccine doesn’t do an acceptable job in controlling this strain either.
Recently, there has been a vaccine produced
that controls Brovoculi. Veterinary professionals
that I have talked to strongly suggest that producers with a history of pinkeye breakouts add this
additional vaccine to their cattle health program.
From personal experience, I can attest that a
preventive measure like this additional vaccine is
much more cost effective than having to the handle and give additional antibiotic treatments to
sick animals.
As you sell cattle this year, pay attention to the
economic loss that your operations have had due
to Pinkeye.
· Are blue eyes being cut out and discounted in
the ring?
· Are these discounted animals as big as the rest
of the herd?
The sale ring doesn’t lie and I feel that we as
beef producers need to maximize the value of
every animal that exits our operation.

Livestock Risk Protection

THE STATEMENTS CONTAINED IN THIS PAMPHLET
ARE FOR INFORMATIONAL PURPOSES ONLY AND
DO NOT CONSTITUTE AN INTERPRETATION OF
THE TERMS AND CONDITIONS OF ANY INSURANCE POLICY. NOTHING CONTAINED HEREIN
WAIVES, VARIES OR ALTERS ANY TERM OR CONDITION OF ANY INSURANCE POLICY. ELIGIBILITY
FOR COVERAGE, ENTITLEMENT TO AN INDEMNITY
AND LIABILITY FOR PREMIUM MAY VARY. PLEASE
REVIEW YOUR INSURANCE POLICY TO DETERMINE
WHICH TERMS AND CONDITIONS ARE APPLICABLE
TO YOU
Non-Discrimination Statement
Non-Discrimination Policy
The U.S. Department of Agriculture (USDA) prohibits
discrimination against its customers, employees, and
applicants for employment on the bases of race, color,
national origin, age, disability, sex, gender identity,
religion, reprisal, and where applicable, political beliefs,
marital status, familial or parental status, sexual orientation, or all or part of an individual's income is derived
from any public assistance program, or protected genetic

The volatility we have seen in the cattle market
the past 30 days has been like nothing we have
experienced before. At this time, August feeder
cattle futures have dropped over $30 and continue to go lower. No class of livestock has been
spared from the fall caused by the coronavirus. In
the livestock industry we do not have the ability
to store or hold on to a product as grain farmers
do. Therefore, it can be argued that, livestock
producers take on additional marketing risks.
However, we as cattle producers don’t have to
carry all the risks a falling market can present.
Several years ago, a program called Livestock
Risk Protection (LRP) was created. This program
gives small and medium producers the ability to
protect themselves from the risk of falling prices
with considerable cost savings as compared to

using the futures market. This policy is highly subsidized by the USDA and gives the producer a little
peace of mind by transferring some price risk.
LRP is a product that all livestock producers in
our office use on their own operations. Every calf
on my farm is covered by this product because I
believe it is important to establish a minimum floor
price. My goal is to take out this coverage at a
price that guarantees my net to be $100 per head
over my cost of production. This allows me to feel
secure with a protected floor price if the market
price goes lower. If the prices happen to come in
higher, I am able to take advantage of that higher
price and net more than $100. I do not put any
cattle in the lots until I can floor a $100 profit per
head. Sometimes the lots will sit empty for a short
time, but I would rather guarantee a profit on cat-
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Livestock Risk Protection (cont.)
tle than to take a chance and end up in an unprofitable situation. This has been a very realistic goal for
me that has worked well in my operation.
How exactly does it work?
LRP is designed to remove the risk of downward
price movement while giving the producer upside
pricing potential if the markets go higher over a specific period of time. This period can be from 13
weeks all the way up to 52 weeks. LRP establishes an
initial floor price and determines the final price for
the cattle at the end of the coverage period. The
floor price is determined by the Chicago Mercantile
Exchange Feeder Cattle Futures. At the end of every
trading day the futures market tells the public what
each commodity’s trading value is worth at a specific
time in the future. The LRP Feeder Cattle program is
designed to allow producers to use the CME’s Feeder Cattle futures contracts to establish what value
per CWT that their animals, be it steers or heifers,
will be at a certain date in the future. There are multiple choices of price floors for each period of coverage every day. Each day the markets are open these
values will change based on market conditions. A
producer will need to determine, as close as he can,
what day he plans to market and if the floor
(coverage) price available at that time is acceptable
for his needs.
How is the final price determined?
As most producers know, the prices paid for cattle
can vary greatly based on region, sale weight, and the
sex of the cattle. However, LRP doesn’t require you
to sell your feeder cattle at the end of your coverage. So, how does LRP determine this final price? It
uses the Feeder Cattle Index. The index is an indicator of the price per CWT of 750 pound steers sold
in the cash market in multiple states and locations.
Thin, fleshy and fancy cattle are removed from this
average to establish the index price. Essentially, the
index is telling us what to expect the average sales
price per CWT for feeder steers to be in the cash
market on this date.
What if I have heifers or lighter weight steers?

The LRP program covers both steers and
heifers. It divides them into two different
weight classes. Class 1 is anything with a
weight of 0 to 599 pounds; Class 2 is 600 to
899 pounds. These weights are what you
expect your cattle will weigh at the end of
your selected coverage period. The LRP program still uses the feeder cattle futures to
establish the initial or coverage price and then
the Feeder Cattle Index to determine the final
price. It then uses price adjustment factors to
determine the index price for both classes of
lightweight steers and feeder heifers.
Example
Let’s take Joe Cowman. He had 50 head of
steers that he was backgrounding last summer. His plan was to market them in midSeptember weighing 800 pounds. He figured
that it would take him 26 weeks to get to that
weight. He looked at what was available for
Steer 2 (ending weight of 600- 899) in midMarch when he put them out to pasture. He
found that the futures were telling him his
cattle would be worth $152.45 per CWT in
mid-September. It was a really good price and
he took the coverage. His coverage ended on
September 18. On that day the Feeder Cattle
Index settled at $137.29 per CWT. Since he
had purchased the coverage at the higher
price ($152.45) than what the cash market
settled at ($137.39) his policy paid him the
difference of $15.16 for every CWT he had
coverage on. Meanwhile he had sold his cattle
at the sale barn where he averaged $140 per
CWT. Although Joe as able to market his
cattle locally for a higher price than the index,
his LRP policy still paid him $120.28 per head.
There is a definite advantage here for the
producer that raises good quality calves as
many times they will beat the index and net
the producer additional proceeds when losses
are paid. This same process is used in all different weights and sexes of cattle.
With the dollars that are invested in
livestock operations today, this tool
has become extremely important for
the producer who needs to guarantee
a profit. If you are interested in learning more about how LRP could benefit
your operation, please call our office at
any time.

IMPORTANT
If your farming
entity has changed
from last year either by death, divorce, or business
type you must notify the office for a
policy change immediately. Failure
to do so could
have serious implications for your
crop coverage.
If you are unsure
that your policy(s)
correctly identify
your entity type
please contact the
office as soon as
possible.
(This also includes any
SBI’s listed on your policy)

Page 6

Livestock 2020

Beef Production Cost — Using Schedule F Information Effectively
We asked Bobby Medlin, CPA, to author the following article. Bobby is an expert in the
Agricultural Accounting industry as well as bring a producer himself.
This was written for the operation that derives its income from beef cattle production.

Volume 20, Issue 2
Calculating the costs involved in your operation can be an
elusive task. You need to know and understand the costs of
beef cattle enterprises specific to your operation in order to
know if your operation is profitable. Beef producers need to
consider direct production expenses, indirect expenses, and
capital expenditures and the items that may be attributed to
each of those categories. The information here contains the
most common expense items. Being familiar with your Schedule
F can better help you understand your finances. The numbers
shown in the amount boxes on the Schedule F presented here
correspond to the lists below.
Direct Expenses are highlighted in green on the Schedule F
shown. Direct expenses can best be described as expenses you
probably would not incur if you were not producing beef cattle
1 – Cost of Livestock Sold represents the original cost of cattle
you purchased for resale. Cattle you have purchased can be
deducted as an expense only when you sell those cattle, not
when you purchase them. Also, don’t forget to include the cost
of any death loss of purchased cattle you had during the year.
Do not include the cost of breeding stock here.
2 – Chemicals used to control weeds, brush, and insects are
deducted on line 11 of Schedule F
3 – Custom Hire (machine work) is incurred when you outsource work to others who bring equipment, vehicles, and machinery onto your land to perform a service. Examples include
mowing, raking, and baling hay, chopping sileage, trimming brush,
and maintaining terraces and waterways. Be sure to fulfill your
Form 1099 reporting requirements for payments to individuals
for services.
4 - Feed should include any feed, hay, or sileage purchased including supplements and minerals. Feed also should include the
cost to produce any feed or hay raised on the home farm
5 – Fertilizers & Lime. This category include those products
that are applied to pastures, crops, or hay fields that are used to
feed the beef cattle.
6 – Freight & Trucking to get your cattle to market and to move
cattle to different locations. Sometimes, this cost is deducted
from your check at the sale barn or by the plant you sell to.
Don’t forget to include it as an expense. The full selling price of
your cattle should be recorded as income and the costs of selling recorded as an expense.
7 – Rent or Lease on Equipment used in the beef cattle production is a direct expense which is more common these days. If
you lease a piece of equipment, rather than purchasing the
equipment, your payments go on Line 24a of Schedule F.
8 – Rent or Lease on Land used to produce cattle is a major
direct cost. Be sure to fulfill your Form 1099 reporting requirements for rent paid to individuals.
9 – Supplies directly related to the cattle operation are direct
expenses. Your farm will also have other supplies which may be
indirect expenses. Both indirect and direct supplies are contained in this number.
10 – Veterinary, Breeding, and Medicine costs include services
paid to veterinarians, medicine, artificial insemination costs and
other expenses of maintaining the health of your animals.
11 – Dues & Subscriptions paid to organizations related to beef
cattle production are direct costs. The cost of data services,
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magazines, memberships, and information centers should
be included.
12 – Continuing Education costs include publications,
courses, and conferences you attend to keep up with the
current trends and technology in beef cattle production.
13 – Marketing Costs include costs of selling your production at market. Hedging costs and the cost of revenue
protection such as Livestock Risk Protection insurance
should be included. If you list Livestock Risk Protection
premiums on Schedule F line 20, be sure to consider the
cost as a direct cost of the production your operation is
able to generate.
Indirect costs are expenses your operation incurs for
multiple reasons. For example, the cost of repairing a
tractor used both in crop farming where the crops are
sold and not fed to livestock, and the tractor is used in
feeding the livestock, needs to be allocated between the
two enterprises. Indirect costs are highlighted in yellow
on the Schedule F and include:
Car and truck expense
Employee benefits
Fuel
Insurance
Mortgage Interest
Other interest
Labor hired
Repairs & maintenance
Seeds & plants
Taxes
Utilities
25 - Depreciation Expense, highlighted in blue, is the deduction for property and equipment owned by your operation. Tax law allows for various methods of deducting
these purchases and some of the methods are extremely
accelerated. If your Schedule F includes fast write off of
purchases on this line, you should back this amount out of
your expense totals and replace it with a slower method
to get your true cost of production. Typically, a piece of
equipment should be depreciated for internal records by
determining the useful economic life of the item (how
long do you plan to own it), subtracting the anticipated
value of the equipment at the end of that time period
(called salvage value, in accounting terms) from the purchase price of the item. That will tell you how much cost
to assign (via depreciation), evenly, to each year over the
useful economic life of the item. Add that annual cost
back to your production costs in place of the fast write
off taken under tax law.
If you only produce beef cattle, and nothing else, expense
tracking is simpler. If, like most operations, you are diversified and produce crops and other items, your Schedule F
will include a mixture of expenses from each enterprise.
Your accounting system should be designed to allow for
tracking of expenses, and income, from each of your en-
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terprises. Indirect expenses can easily be allocated between enterprises at the time of recording
the expense in your records, making for easy reporting showing your profit from the enterprise.
Software, mobile apps, and an accountant who understandings beef cattle production and farming,
can help you know the costs of your production, your profitability, and help you spot opportunities for enhancing the profit of your operation. Sound financial decisions should be based on great
information in order to preserve the financial health of your operation.
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